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1. Item 10 in the Second Schedule to the Kerala General Sales Tax Act reads thus:

"10. Cereals, that is to say, paddy, rice, wheat, jowar, or milo, bajra, maize, ragi, kodon,

kutki and barley. Explanation.- Where a tax has been levied in respect of paddy, the tax

leviable on rice procured out of such paddy shall be reduced by the amount of tax levied

on such paddy. * * *"

The Explanation to Item 10 says that where tax has been levied in respect of paddy, the 

tax leviable on rice procured out of such paddy shall be reduced by the amount of tax 

levied on such paddy. The Kerala High court has, however, taken the view that it is not 

necessary to establish that tax was levied on paddy and it is enough to show that tax on 

paddy was leviable for claiming the benefit of the Explanation. We do not think that the 

said view can be sustained on the plain and clear language of the Explanation. The 

Explanation says that where the tax has been levied, such amount levied shall be 

deducted out of the tax payable on rice procured out of such paddy. In this view of the 

matter, the appeal is allowed and the judgment of the High court is set aside. The 

assessing authorities concerned shall examine the liability of the goods in question in the



light of the above.

2. No costs.
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